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MEMORANDUM FOR THE OPERATIONS COORDINATING BOARD 

SUBJECT* Special Report on Proposed U. S. Position for the 
Rio Conference - Working Group on NSC 51*32/1. 


The attached special report of the working group on NSC 
51*32/1 is transmitted as a basis for discussion at the October 13 
meeting of the status of U. S. policy preparations for the Rio 
Conference in light of 0CB*s responsibilities under NSC 51*32/1. 

Mr. Henry F. Holland, Assistant Secretary of State for Inter- 
American Affairs, and Chairman of the Cabinet Committee on the Rio 
Conference, and a representative of the Treasury Department will 
be present for the discussion# 


/) 


B. Staats 
Executive Officer 
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TOP BECRET 


SPECIAL REPORT ON PROPOSED U.S. POSITIONS FOR 
THE RIO CONFERENCE 


October 11, 1954 


A subcabinet committee is now preparing proposed U.S. position 
papers for the conference on p. Latin American economic re- 

lations - to be^Keld'a t Bi o de Janeiro starting tlpyemfer $2, 12f4» 
While the papers are still undergoing revision, i t ~i s under s to ■ d 
that thS-.ccantdttee has decided upon the general policies which they 
reflect,* The Working Group has studied the proposed position papers 
in~the light of NSC 5432 A* ^he purpose of this report is to' call 
bo the attention of the OCB oases in which the Work ing Group be- 
lieves the proposed positions fail short of carrying' out adequately 
the" objectives and policies of NSC 5432/1. 


% i General Need to Reflect a Broadened and More Constructive Poll ey 

The Working Group understands NSC 5432/1 to envisage a broadened 
more constructive and rapre, affirmative U. B. economic policy toward 
Latin America as an essential measure for achieving basi c U. t. 
objectives in that region. It is the opinion of the Working Group 
that, in the over-all, the pre sently proposed subcabinet position 
papers do not provide such/an affirmative eqQApmiqpolicy. The 
considerations which we have relied on in forming this judgment 
are these: 

a. If the pol ici es enumerated at Rio are to successful 
in promoting basic*"!?. S*.~ objectives, as set forth in NBC 5432/1, 
they must: (1) actually make an effective ana , substantial contri- 
buti orTto the ^rnproyement of economic conditions in Latin America,* 

T2) convince th e predominan t, reas onable elements in L^in America 
that the U.B. is^ganufneiy interested in promoting the welfare 
and progress of that region. 

b. Hemisphere solidarity may be jeopardized if the U.-S. 
evades or procrastinates, Latin America will press for, and ti.B. 
should try* as far as possible to give forthright answers to Latin 
American proposals either by accepting them, rejecting them or 
offering realistic alternatives. 

c. While Latin America may propose many changes in U. B. 
policy, the predominant, reasonable elements in Latin America will 
hot’ expe ct the^U. £.* to accept all of those new policies, fhtae 
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elements, however, b$ what they would con- 

sider simply a reaffirmation of present U. S , pol icies. To convinr* 
those element's that the U. S. is genuinely interested Th promoting 
the welfare and progress of that region, the U . S. must broaden and 
clarify some of its present policies. 

The Working Group believes that the U. S. position for the Rio 
Conference . should be made more effective by taking a more positive 
stand regarding U, S. assistance to national and regional efforts 
for economic development. 

In particular, the Working Group believes that the present po- 
sition papers do not adequately "carry out specific courses of action 
outlined which would serve this end. Examples are 

list eel in Section fi of this memorandum. 


II. Need to Carry out Specific Courses of Action Outlined in 

miULWi 

a. Paragraph 9 fi. of NSC 5432/1 states that, only if stable, 
l ong-term 'Tr aging policte s by the U. S, and financing of sound 
economic" development* projects by private capital, IBRD and EX Hi Bank 
prove inadequate, the U. S, should finance through development 
assJitance loans the initiation or acceleration of projects in the 

m"*Sr£nfcerestr 

The presently proposed subcabin et po sition is that the 
U, S, will give no Indication *of the "possibility of U. S, development 
loans outside the EXHl Bank at the Rio Conference, but will simply 
reaffirm its present" policy tfial the tf/S.*, through the feXIM Bank, 
'will supplement' the lending of the International Bank to the extent 
necessary to fulfill all applications meeting the criteria enumerate 1 
by Secretary Dulles at Caracas. 

FQA, for example, plans to propose the following to the 
subcabinet committee as a substitute position: 

"The United States, through the Export- Import Bank, will 
supplement the lending of the International Bank for economic 
development purposes to the extent necessary to satisfy all 
applications for loans meeting the criteria enumerated by 
Secretary Dulles at Caracas. In addition the U. S. should 
offer to match funds up to $100,000,000 for the establishment 
of a Latin America Bank for economic development which would 
be under Latin American management and would make loans for 
projects not eligible for IBRD or Export- Import Bank financing 


? 
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There is an apparent difference as to interpretation of 
paragraph 9 £. which is important to the position to be taken at 
Rio, Under one view, it can now be said that the other sources are 
inadequate— particularly since th e EX IM Bank charter apparently 
permits financing only projects Involving the export of I}. S. 
capital— and that, tinder paragraph 9 , the U. S. should now under - 

take fo~ finance development projects in the U, S, interest which 
are not financed by EXIM Bank or other sources. The other view is 
that paragraph 9 £. contemplates a substantial test period in which 
to determine the adequacy of the other sources before the U, S. 
considers providing development loans outside present EXIM Bank 
policies. 

The Working Group believes that U, S, economic policy 
toward Latin America would be made more constructive and effective, 
as envisaged by NSC 5432/1, iT an interpretation were made that the 
U, S. is now prepared, under specified conditions, to provide 
development* loans for projects not eligible for EXIM Bank financing, 
if this position were announced at Rio. 

b. Paragraph 9 g. of NSC 5432/1 states that the U. S. should; 

"g. Consider symp a the t ig aHy , but only on individual merit, 
any proposal by Latin American initiative to create rogiqpal 
ecohSmlb adtlons and g roupings to promote increased trade, 
technical cooperation ana Tnve stment , and to co n cert sound 
development plans . " 

It is anticipated that the Latin American nations will offer 
at Rio a number of proposals for regional economic actions and 
groupings to promote trade and development. The Working Group ques- 
tioph wnefh.CJ the positions recommended by the subcabinet committee 
begirding such anticipated proposals, or similaf 'pfbpbjfSls sug|esie i 
by U, S. agencies, reflect the "sympathetic consideration" which 
paragraph 9 £. contemplates. 

The committee, for example, rejected a proposed U. S. 
position favoring establishment of a Latin American Bank for Economi 
Development to which the U. S. would match up to $100 million cf the 
original capital contributed by Latin American individuals or govern 
ments but would leave the management in Latin American hands. The 
committee also rejected a proposed U, S. position favoring the 
establishment of a regional Payments Union to which the U. S, would 
loan $50,000,000 for the initial swing account. 

The two regional actions which the subcabinet committee hat 
decided to favor ares (l) annqal regional discu ssions of developmeit 
programs and (2) discus sio ns of po ssi ble hemisphere preferential 
trade arrangements, 

1 

TOP SECRET of 4 page £ 


Approved For Release 2004/07/08 : CIA-RDP80R01731R003000030002-8 



Approved For Release 2004/07/08 : CIA-RDP80R01731R003000030002-8 


Working Group questions whether the predetermined 
positions on regional actions to promote trade and development, 
which appear largely to be negative, are adequate to meet the 
intent of paragraph 9 g. of NSC 5432/1. 


?! Sjj^ggmwnt t 9 .preparation of the position papers 'y th 
subcabinet committee, t feC 5432/ 1 was approved by the President. 
Courses of action enumeraiirUerein included paragraphs 9 £. and 
9 a., the contents of which were not found in the older policy paper 
on this area (NSC 144 /D. It is, of course, anticipated^? ^h? 
subcabinet committee will take under consideration the utilization 
° f + th ® authority in the Agriculture Trade Development and Assistance 
u * 954 ( Pf ra S ra P h 9 t.). Along these same lines, th e dele gate 
f h °ulabe jaraxided with concrete proposals for increased 'spec iaL 
Americans in the U. S, in the fields of finance' 

> management, agriculture, business and other specialized 

i ieias as Q meafls of achieving economic development in the area 
(paragraph 9 d. ) . 


Eie Working Group recommends that the 0GB consider 
whether the proposed U f S. positions for the Rio 
Conference fall short of the objectives and policies 
enumerated in NSC 5432/1, and that it advise the 
subcabinet committee of ary shortcomings of the 
presently proposed positions. 
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